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1955. The number of voluntary nonfarm real estate transactions for the 

first 6 months of 1959 was 2,425,400, while it was 2,441,900 for the 
first 6 months of 1955. The number of transfers during June was 459,900, 
which is about 26 percent greater than for last year, and is only a little less 
than the 472,400 for June 1955. The index of real estate activity is based on 
the number of voluntary nonfarm real estate transactions adjusted for popula- 
tion increases and seasonal activity. This index has moved to 3 points above 
the normal, as shown on page 319. 


, ‘ HE first 6 months of 1959 have proven to be the best for real estate since 


The seasonally adjusted annual rate of private nonfarm dwelling units 
started is following the same pattern as real estate transfers. The average 


rate for the first 6 months is 1,378,000 units. This compares with the average 
rate of 1,366,000 for the first 6 months of 1955 and the average rate of 
1, 389, 000 for the first 6 months of 1950, another good year for real estate. 


On the following page is a table of the vacancy percentages in FHA rental 
housing projects. These percentages are for projects on which FHA mortgage 
insurance was in force as of March of each year since 1953. The areas listed 
are FHA jurisdictions and will include more than the metropolitan area of the 
cities listed. For example, the St. Louis vacancy rate represents the vacancy 
rate for the eastern half of Missouri. However, these rates may still not be 
applicable to the jurisdiction because they cover only FHA-insured rental 
housing. The local vacancy rate shown may include a group of projects newly 
completed and which have not reached normal occupancy, or the FHA projects 
may not be representative of the general housing market in terms of project 
location, size of units, rent distribution, or age of structures. The average 
vacancy rate on FHA projects for the United States as a whole has increased 
from 3.0 percent in 1958 to 4.0 percent in 1959. This increase is verified by 
the Census survey for the second quarter of 1959, which shows 6.7 percent of 
units available for rent vacant compared with 6.0 percent for the second quar- 
ter of 1958. 


The chart on page 317 shows a different division of the vacancy rate for the 
United States. Onthis chart 2.5 percent of all dwelling units (rental units, 
home-owner units, and all types of vacant units) are vacant and available for 
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rent. When computing vacancy rates for the United States as a whole, it is 
necessary to subtract vacancies not available for rent or sale to get an ac- 
curate picture of surplus housing. Seasonal vacancies should be subtracted. 
They represent dwelling units which are vacant or temporarily occupied by 
persons whose usual residence is elsewhere. Other vacancies subtracted are 
dilapidated units, and those already sold or rented but which have not yet been 
occupied. 


The vacancy rate is an indicator of the surplus or scarcity of housing, and 
when the rate increases we would expect prices and rents to fall. When the va- 
cancy rate decreases, prices and rents should increase. However, the level 
of the vacancy rate which will affect prices and rents varies from time to time 
and place to place. The increased vacancy rates for rental property may 
merely reflect the increase in new units which have not yet reached normal 
occupancy. Currently rents are below what is necessary for the encourage- 
ment of investment in rental property. Therefore, the increased vacancy rates 
will only slow down the increase in rents. 

(cont. on page 320) 
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(cont. from page 317) 
The vacancy rate of home-owner units available for sale is only 1.2 per- 
cent, or 0.7 percent of all dwelling units (rental units, home-owner units, and 
all types of vacant units). 


The cost of financing real estate has been increasing during 1959. The 
Federal Reserve System has increased the rediscount rate from 2} to 34 per- 
cent. This means that banks must pay 35 percent interest to discount their 
assets at the Fed in order to obtain additional reserves. The rediscount rate 
indicates the direction of Federal Reserve policy. Thus, the increasing re- 
discount rate shows that the Fed is tightening credit to control inflation. This 
has been reflected in all interest rates, although the short-term money market 
was the first. On July 13, the Treasury bill rate for 13-week bills was 3.401 
percent -- the highest it has been since November 8, 1957. This means that 
alternative investments, including mortgages, must increase their yield to at- 
tract funds. 


The average interest rate of recorded mortgages in 12 major cities has 
remained around 5.7 percent. This average does not reflect the discounts on 
VA mortgages. VA loans had a ceiling of 4.75 percent interest, until the first 
week of July, when it was changed to 5.25 percent. To attract funds it was 
necessary for borrowers to allow a discount. This means that the borrower 
would have to give a mortgage amounting to more than the loan. For example, 


PRIVATE HOUSING STARTS 
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Peak rate, August 1950... 1,486,000 
High, December 1954... . 1,443,000 
May 1959 1, 340, 000 
June 1959 1, 370, 000 
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NUMBER OF NONFARM REAL ESTATE TRANSFERS 


1955 


361, 500 
340, 200 
423, 800 
408 , 500 
435, 500 
472, 400 
438 , 900 
486, 500 
457, 200 
428, 600 
407, 500 
386, 500 


1956 


357, 100 
351, 750 
392, 100 
395, 600 
437, 700 
432,100 
432, 700 
460, 700 
384, 800 
435, 600 
380, 800 
329, 800 


1957 


354, 300 
318, 000 
346, 600 
380, 900 
401, 200 
370, 200 
414, 600 
412,600 
370, 000 
403, 600 
328, 800 
318,600 


1958 


319, 100 
290, 300 
312, 500 
334, 800 
358, 500 
365, 900 
416, 100 
399, 000 
406, 100 
460, 300* 
360, 700* 
393, 000* 





5, 047, 100 


First 6-month 


comparison 


2, 441, 900 





4,790, 750 


2, 366, 350 





4, 419, 400 


2,171, 200 


4, 416, 300* 


1,981,100 


1959 


352, 300* 
352, 800* 
390, 800* 
429, 800* 
439, 800* 
459, 900* 


2, 425, 400* 


*Preliminary. 
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PROBABLE SELLING PRICE 
OF A HOUSE THAT SOLD FOR 
$12,000 IN 1947-49 PERIOD 


PROBABLE SELLING PRICE 
OF A HOUSE THAT SOLD FOR 
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TREND IN 
SELLING PRICE 
125.5 $15, 06: 
126.1 15.13 
126.6 15, 190 
27.3 15,275 
15 
15,515 
15, 395 
15, 42¢ 
15, 43 
5, 471 
5, 49 
5,515 
5, 515° 
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AVERAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 12 MAJOR CITIES OF THE UNITED STATES 
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he might have given a $10,000 mortgage at 4.75 percent interest for a loan of 
$9,600. Then he would have to pay to the lender $10,000 plus the interest. On 
a 20-year mortgage this would make the effective interest rate 5.30 percent. 


The developments in the mortgage market during the first half of this year 
will have a strong influence on real estate activity in the coming months. 

















